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3ROLF\UHOHYDQWUHVHDUFKRQWKHHIIHFWLYHQHVVRIVWXGHQWDLGLVLPSRUWDQWIRU
SUDFWLWLRQHUVDQGDGYRFDWHVWRXQGHUVWDQGKRZWRLPSURYHVWXGHQWDLGEXWVRWRRLVDQXQGHUVWDQGLQJRIWKH
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FKDQJHV LQUHFHQWGHFDGHV
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5H\QROGVEKLJKHUHGXFDWLRQVFKRODUVWHQGWRIRFXVRQWKH
PRUHGLUHFWDVSHFWVRIWKHHIIHFWVRIILQDQFLDODLG
<HWVLJQLILFDQWUHFHQWGHYHORSPHQWVLQVWXGHQWDLGSROLF\KDYHEHHQDFKLHYHGWKURXJKIHGHUDOEXGJHWDQG
DSSURSULDWLRQVSURFHVVHVUDWKHUWKDQ´UHJXODURUGHUµOHJLVODWLRQ7KXVWKHUHH[LVWVVRPHSRVVLELOLW\WKDW
IXWXUHFKDQJHVFDQRFFXUWKLVZD\DEVHQWDWKRURXJKUHDXWKRUL]DWLRQRIWKH+LJKHU(GXFDWLRQ$FW+($
WKHPDLQDXWKRUL]LQJOHJLVODWLRQRIVWXGHQW DLG0DG]HODQ7KHSXUSRVHRIWKLVDUWLFOHLVWRGHVFULEH
WKHIHGHUDOEXGJHWSURFHVVDQGLWVLPSOLFDWLRQVIRUKLJKHUHGXFDWLRQDQGVWXGHQWDLGSUDFWLWLRQHUV SDUWLFXODUO\
DVLWUHODWHVWRVWXGHQWDLGSROLF\UHIRUPV
-HQQD6DEODQLVDQ$VVLVWDQW5HVHDUFK3URIHVVRULQWKH0F&RXUW6FKRRORI3XEOLF3ROLF\*HRUJHWRZQ8QLYHUVLW\5RE\Q+LHVWDQGLVWKH
'LUHFWRURI5HVHDUFKDQG3ROLF\DW&ROOHJH3URPLVH&DPSDLJQ
7
6DEODQDQG+LHVWDQG$3ULPHURQ+LJKHU(GXFDWLRQ6WXGHQW$LGDQGWKH)HGHUDO%XGJHW3URFHVV
 -RXUQDORI6WXGHQW)LQDQFLDO$LGy &HQWHUIRU(FRQRPLF(GXFDWLRQDWWKH8QLYHUVLW\RI/RXLVYLOOH y 9RO1
)LUVWZHUHYLHZWKHIHGHUDOEXGJHWSURFHVVLQ&RQJUHVV7KHIHGHUDOEXGJHWSURFHVVHQFRPSDVVHVKRZ
&RQJUHVVVHWVVSHQGLQJOLPLWVDVZHOODVDVSHFLDO SURFHVVEXGJHWUHFRQFLOLDWLRQZKLFKFDQUHVXOWLQFKDQJHV
WRH[LVWLQJODZ UHODWHGWRVSHQGLQJDQGWD[DWLRQVXFKDVWKHILQDQFLDODLGSURJUDPV +HQLII
5H\QROGV:HDOVRGHVFULEHWKHVWUXFWXUHRIWKHEXGJHWLQFOXGLQJWKHW\SHVRIVSHQGLQJRIWKHIHGHUDO
JRYHUQPHQWVSHFLILFDOO\GLVFUHWLRQDU\DQGPDQGDWRU\VSHQGLQJ7KHVWUXFWXUHRIWKHIHGHUDOEXGJHWDQGWKH
SURFHVV&RQJUHVVXVHVWRVHWLWVEXGJHWDQG VSHQGLQJLQIOXHQFHVKRZVWXGHQWDLGLVVWUXFWXUHGDQGIXQGHG
/\QFK
:HWKHQUHYLHZWKHVWUXFWXUHRIKLJKHUHGXFDWLRQILQDQFHDWWKHIHGHUDOOHYHOWRSURYLGHVRPHEDVLF
XQGHUVWDQGLQJRIKRZPDMRUVWXGHQWDLGSURJUDPVDUHIXQGHG7KHQH[WVHFWLRQGHVFULEHVPDMRUFKDQJHVWR
VWXGHQWDLGWKDWKDYHRFFXUUHGWKURXJKIHGHUDOEXGJHWSURFHVVVSHFLILFDOO\EXGJHWUHFRQFLOLDWLRQDQGWKH
ILQDOVHFWLRQGLVFXVVHVIXWXUHSROLF\SUREOHPVUHODWHGWRVWXGHQWDLG:HFRQFOXGHZLWKREVHUYDWLRQVRIKRZ
XQGHUVWDQGLQJWKHSROLWLFVDQGSURFHGXUHRIWKHIHGHUDOEXGJHWSURFHVVLVDQHVVHQWLDOWRROIRUKLJKHU
HGXFDWLRQSUDFWLWLRQHUVVFKRODUVDQGSROLF\PDNHUVFRQFHUQHGDERXWFROOHJHDIIRUGDELOLW\DQGKLJKHU
HGXFDWLRQILQDQFH
7RVRPHWKHIHGHUDO EXGJHWSURFHVVPD\VHHPOLNHDQRYHUO\WHFKQLFDOSURFHVVJXLGHGE\DUFDQH
&RQJUHVVLRQDOSURFHGXUHV:HHQGHDYRUWRVKRZKRZXQGHUVWDQGLQJWKLV&RQJUHVVLRQDOSURFHVVFDQLQIRUP
SUDFWLWLRQHUDQGSROLF\NQRZOHGJHDERXWKRZVWXGHQWDLGLVUHIRUPHG
:KDWLVWKH)HGHUDO%XGJHW3URFHVV"%XGJHW5HVROXWLRQVDQG5HFRQFLOLDWLRQLQ&RQJUHVV
$FFRUGLQJWR$UWLFOH,RIWKH&RQVWLWXWLRQWKH´SRZHURIWKHSXUVHµUHVLGHVLQ&RQJUHVVZKLFKFRQWUROV
UHYHQXHWD[LQJDQGDSSURSULDWLRQVIXQGLQJ:KLOHWKHSRZHUWRWD[DQGVSHQGKDVORQJH[LVWHGWKH
PRGHUQLGHDRIDIHGHUDOEXGJHWSURFHVVEHJDQLQWKHVZLWKWKH&RQJUHVVLRQDO%XGJHWDQG
,PSRXQGPHQW&RQWURO$FWRIZKLFKHVWDEOLVKHGDFRQJUHVVLRQDOEXGJHWSURFHVVWRHQIRUFHVSHQGLQJ
OLPLWV'KDUPDSDOD5H\QROGVD6DWXUQR+HQLII/\QFK	7ROOHVWUXS 7KHSXUSRVHRIWKH
PRGHUQIHGHUDOEXGJHWSURFHVVZDVWRSURYLGHDQ´RYHUDOOOHJLVODWLYHIUDPHZRUNµWRFRRUGLQDWH&RQJUHVV·V
YDULRXVUHYHQXHDQGVSHQGLQJIXQFWLRQV6DWXUQRHWDO,QWKHIHGHUDOEXGJHWSURFHVVZHUHYLHZ
PDMRUVWHSVLQFOXGLQJ DWKH3UHVLGHQW·VEXGJHWUHTXHVWE&RQJUHVVLRQDOEXGJHWUHVROXWLRQVDQGF
EXGJHWUHFRQFLOLDWLRQ
7KHIHGHUDOEXGJHWSURFHVVJHQHUDOO\EHJLQVWKHILUVW0RQGD\LQ)HEUXDU\ZLWKWKHUHOHDVHRIWKH
3UHVLGHQW·VEXGJHWIRUWKHFRPLQJILVFDO\HDU &HQWHUIRU%XGJHWDQG3ROLF\3ULRULWLHV6DWXUQRHWDO
7KH3UHVLGHQW·V DQQXDOEXGJHWFRQWDLQVGDWDDQGHVWLPDWHVRIVSHQGLQJUHYHQXHGHILFLW DPRXQWE\
ZKLFKJRYHUQPHQWVSHQGVPRUHWKDQLWWDNHVLQLQUHYHQXH DQGGHEW DPRXQWERUURZHGE\WKH
JRYHUQPHQW7KH3UHVLGHQW·VEXGJHWDOVRVLJQDOVWKH3UHVLGHQW·VSROLF\SULRULWLHVDQGUHFRPPHQGHG
SURJUDPPDWLFFKDQJHVWRVSHQGLQJUHYHQXHGHILFLW DQGGHEW 7KH3UHVLGHQW·VEXGJHWUHTXHVWLVDUHTXHVW³
&RQJUHVVFRQWUROVWKHSRZHUWRUDLVHUHYHQXHDQGVHWVSHQGLQJDQGFDQPDQ\WLPHVVHWDSSURSULDWLRQVWKDW
GHYLDWH GUDVWLFDOO\IURPWKH3UHVLGHQW·VEXGJHW7KHQH[WSKDVHRIWKHIHGHUDOEXGJHWSURFHVVLQYROYHV
&RQJUHVVLRQDOSURFHGXUHVWKHPDLQIRFXVRIWKLVDUWLFOH
2QFHWKH3UHVLGHQW·VEXGJHWLVUHOHDVHG&RQJUHVVEHJLQVLWVUHYLHZRIWKH3UHVLGHQW·VEXGJHWSURSRVDO
WKURXJKWKH&RQJUHVVLRQDOKHDULQJSURFHVVLQ WKH+RXVHDQG6HQDWH%XGJHW&RPPLWWHHVWKHFRPPLWWHHV
ZLWKMXULVGLFWLRQRYHUFRQJUHVVLRQDOEXGJHWHQIRUFHPHQW&RQJUHVV ZLOOWKHQPDNHLWVRZQILVFDOSROLF\
UHFRPPHQGDWLRQVRXWOLQHG LQ WKHEXGJHWUHVROXWLRQ&HQWHUIRU%XGJHWDQG3ROLF\3ULRULWLHV
7KHEXGJHWUHVROXWLRQSURYLGHVDIUDPHZRUNWKDWVHWVOHYHOVRIVSHQGLQJLQEURDGVSHQGLQJFDWHJRULHV
RUEXGJHW´IXQFWLRQVµDVZHOODVWKHDPRXQWRIUHYHQXHWKHJRYHUQPHQWZLOOFROOHFW&HQWHUIRU%XGJHWDQG
3ROLF\3ULRULWLHV'KDUPDSDOD 7KHEXGJHWUHVROXWLRQLVDFRQFXUUHQWUHVROXWLRQRIWKH+RXVH
6DEODQDQG+LHVWDQG$3ULPHURQ+LJKHU(GXFDWLRQ6WXGHQW$LGDQGWKH)HGHUDO%XGJHW3URFHVV
-RXUQDORI6WXGHQW)LQDQFLDO$LG y &HQWHUIRU(FRQRPLF(GXFDWLRQDWWKH8QLYHUVLW\RI/RXLVYLOOH y 9RO1 
DQGWKH6HQDWHLWLVQRW DUHJXODUELOOWKDWLVVLJQHGLQWRODZE\WKH3UHVLGHQW6DWXUQRHWDO7KH
EXGJHWUHVROXWLRQLVYRWHGRQLQHDFKFKDPEHUZLWKDPDMRULW\YRWHZKLFKPHDQVLWFDQQRWEHILOLEXVWHUHGLQ
WKH6HQDWH 7KH+RXVHDQG6HQDWHZLOOUHVROYHGLIIHUHQFHVEHWZHHQWKHLUUHVSHFWLYHEXGJHWUHVROXWLRQV
WKURXJKDFRQIHUHQFHFRPPLWWHHDQGHQIRUFHEXGJHWOHYHOVWKURXJKRXWWKH\HDU +HQLII 3DUWRI
WKHEXGJHWSURFHVVLQFOXGHVKRZWKHEXGJHWFDQEHXVHGWRFRQWUROWKHGHILFLWWKURXJKHQIRUFHPHQW
PHFKDQLVPVVXFKDVUHFRQFLOLDWLRQSD\DV\RXJRSURFHGXUHV DQGOLPLWVRUVSHQGLQJFDSV RQGLVFUHWLRQDU\
IXQGLQJ &HQWHUIRU%XGJHWDQG3ROLF\3ULRULWLHV&RQJUHVV·VRIILFLDOVFRUHNHHSHUWKH&RQJUHVVLRQDO
%XGJHW2IILFH&%2SURYLGHVQRQSDUWLVDQDQDO\VLVDQGRIILFLDOVFRUHVRUHVWLPDWHVRISURJUDPFRVWVWKDW
DOORZ&RQJUHVVWRHQIRUFHWKHEXGJHW
7KXVWKHEXGJHWUHVROXWLRQLV&RQJUHVV·VZD\RIRXWOLQLQJDEXGJHWDQGHQIRUFLQJOLPLWVRQVSHQGLQJLW
GRHVQRWPDNHFKDQJHVWRVSHQGLQJRUWD[ODZ,QRUGHUWRPDNHFKDQJHVWRODZ&RQJUHVVFDQXVHDVSHFLDO
H[SHGLWHGSURFHVVUHIHUUHGWRDVWKHEXGJHWUHFRQFLOLDWLRQSURFHVVGHVFULEHGLQEULHIQH[W +HQLII
5H\QROGVE
%XGJHW5HFRQFLOLDWLRQ3URFHVV
5HFRQFLOLDWLRQUHIHUVWRDQRSWLRQDO SURFHVVRXWOLQHGLQ6HFWLRQRIWKH&RQJUHVVLRQDO%XGJHW$FWZKLFK
LVXQGHUWKHSXUYLHZRIWKH+RXVHDQG6HQDWH%XGJHW&RPPLWWHHV,WLVQRWLQWHQGHGWREHDSROLF\SURFHVV
SHUVHEXWDEXGJHWSURFHVVWRDOLJQSURJUDPPDWLFVSHQGLQJDQGUHYHQXHVZLWKWDUJHWVDVVSHFLILHGLQWKH
EXGJHWUHVROXWLRQ6DWXUQRHWDO LQRUGHUWRUHGXFHWKHGHILFLW 7KDWLVIRUUHDVRQVGHVFULEHGEHORZ
UHFRQFLOLDWLRQUHIHUVWRDSURFHVVWKDWSURYLGHVIRU´H[SHGLWHGµFRQVLGHUDWLRQWRDELOOWKDWUHFHLYHVVSHFLDO
WUHDWPHQWDQGUXOHVFRPSDUHGWRW\SLFDOOHJLVODWLRQ
,Q RUGHU WR JHW GHILFLWVSHQGLQJ DQG UHYHQXHV LQ V\QFK ZLWK DVVXPHG WDUJHWVODZPDNHUV PXVW UHGXFH
VSHQGLQJ DQGRU LQFUHDVH WD[HVWZR SROLWLFDOO\ XQSRSXODU DQG GLIILFXOW DFWLYLWLHV7RIDFLOLWDWHVSHQGLQJ
UHGXFWLRQVDQGRUWD[LQFUHDVHVUHFRQFLOLDWLRQ SURYLGHV H[SHGLWHG SURFHGXUHV WKDW DUH RI VLJQLILFDQWYDOXHLQ
WKH GHOLEHUDWLYH 866HQDWH :HSULPDULO\IRFXVRQWKHSURFHGXUDODVSHFWVRIWKH6HQDWHLQEXGJHW
UHFRQFLOLDWLRQEHFDXVHRIWKHVHLPSOLFDWLRQV-R\FH%LOOVEURXJKWEHIRUHWKH6HQDWHWKURXJKWKH
EXGJHWUHFRQFLOLDWLRQ SURFHVVRQO\UHTXLUH YRWHVWRSDVVDELOOZKLOH LQJHQHUDOELOOVWKDWFRPHEHIRUHWKH
6HQDWHW\SLFDOO\UHTXLUH  YRWHV WRDGYDQFH 5H\QROGVE ,PSRUWDQWO\WKLV SURFHVV DOVRLPSOLHVWKDW
WKHPDMRULW\SROLWLFDOSDUW\LQSRZHUFDQKDYHVLJQLILFDQWLQIOXHQFHRYHUZULWLQJDQGSDVVDJHRID
UHFRQFLOLDWLRQELOOHYHQZKHQWKH\GRQRWKDYHDSOXVSHUVRQPDMRULW\LQWKH6HQDWH5H\QROGVE
7KHEXGJHWUHFRQFLOLDWLRQSURFHVVLQVWUXFWVDXWKRUL]LQJFRPPLWWHHVVXFKDVWKH+HDOWK(GXFDWLRQ
/DERUDQG3HQVLRQV+(/3&RPPLWWHHLQWKH6HQDWHWRSURGXFHOHJLVODWLRQWKDWZLOOSURGXFHWKHVH
FKDQJHVLQHLWKHUPDQGDWRU\VSHQGLQJRUUHYHQXHWREULQJWKHEXGJHWDOLJQHGZLWKWDUJHWV 5HFRQFLOLDWLRQ
LQVWUXFWLRQVUHIHUVWRWKHFKDUJHWKHEXGJHWUHVROXWLRQPDNHVWRWKHVHFRPPLWWHHV +HQLII)RU
H[DPSOHDEXGJHWUHVROXWLRQPD\LQVWUXFWWKH6HQDWH+(/3FRPPLWWHHWRUHGXFHWKHGHILFLWE\ELOOLRQ
6HQDWRUVRQWKH+(/3FRPPLWWHHZRXOGWKHQEHFKDUJHGZLWKFRPLQJXSZLWKDELOOWKDWZRXOGUHVXOWLQ
FKDQJHVWRVSHQGLQJLQWKHDUHDVXQGHU+(/3MXULVGLFWLRQHTXDOWRDUHGXFWLRQRIDWOHDVWELOOLRQLQWKH
GHILFLW7KHUHVXOWLQJELOOZRXOGWKHQFRPHEHIRUHWKH6HQDWHXQGHUWKHH[SHGLWHGUHFRQFLOLDWLRQSURFHVV
ZKLFKZRXOGRQO\UHTXLUHUDWKHUWKDQYRWHVWRSURFHHG
:KLOHUHFRQFLOLDWLRQDOORZVELOOVWREHSDVVHGZLWKRXWD YRWHLQWKH6HQDWHWKHUHDUHVRPHLQWHQWLRQDO
WUDGHRIIVWRWKLVH[SHGLWHGSURFHVV5HFRQFLOLDWLRQUXOHVSODFHVOLPLWVRQWKHW\SHRISROLFLHVDPHQGPHQWV
 7KH6WDWXWRU\3D\$V<RX*RRI3$<*2RXWOLQHGDSURFHVVE\ZKLFKOHJLVODWLRQWKDWLQFUHDVHVWKHGHILFLWGXHWRWD[HV
RUPDQGDWRU\VSHQGLQJPXVWEHRIIVHWE\FKDQJHVWKDWUHGXFHWKHGHILFLWLQDQHTXLYDOHQWDPRXQW&%33
 9LRODWLRQVRI3$<*2DQGGLVFUHWLRQDU\VSHQGLQJFDSVFDQWULJJHUVHTXHVWUDWLRQRUDFURVVWKHERDUGFXWVWRPDQGDWRU\RU
GLVFUHWLRQDU\VSHQGLQJ&%33
6DEODQDQG+LHVWDQG$3ULPHURQ+LJKHU(GXFDWLRQ6WXGHQW$LGDQGWKH)HGHUDO%XGJHW3URFHVV
 -RXUQDORI6WXGHQW)LQDQFLDO$LGy &HQWHUIRU(FRQRPLF(GXFDWLRQDWWKH8QLYHUVLW\RI/RXLVYLOOH y 9RO1
DQGELOOVWKDWFDQEHFRQVLGHUHGPHDQLQJPHDVXUHVSDVVHGWKURXJKUHFRQFLOLDWLRQKDYHWRPHHWFHUWDLQ
JXLGHOLQHV5HFRQFLOLDWLRQ DOVR OLPLWV GHEDWH DQG ZKDW W\SHV RI DPHQGPHQWV FDQ EH RIIHUHG ZKLOH WKH 6HQDWH
JHQHUDOO\RSHUDWHV ZLWK RSHQ GHEDWH DQG GLVFXVVLRQ
5HFRQFLOLDWLRQ OHJLVODWLRQLQWKH6HQDWHPXVW DELGHE\WKH %\UG 5XOH 7KH%\UG5XOHVWULFWO\ OLPLWV ZKDW
SURYLVLRQV FDQ EH FRQVLGHUHG XQGHU WKH H[SHGLWHG UHFRQFLOLDWLRQ SURFHVV 7KHVHOLPLWDWLRQVDUHPHDQWWR
HQVXUHWKDWUHFRQFLOLDWLRQOHJLVODWLRQDFKLHYHVEXGJHWDU\JRDOVSDUWLFXODUO\GHILFLWUHGXFWLRQUDWKHUWKDQ
H[SHGLWHGSROLF\FKDQJHV&RQJ5HF
7KH%\UG5XOHRXWOLQHVVL[WHVWVIRUKRZDELOOFRQVLGHUHGXQGHUWKHUHFRQFLOLDWLRQSURFHVVPXVWEHLQ
FRPSOLDQFHLIWKHELOORUSRUWLRQRIWKHELOOIDLOVDSDUWLFXODU%\UG5XOHWHVWWKHQWKDWELOORUSRUWLRQRIWKH
ELOOFDQQRWEHFRQVLGHUHGXQGHUDYRWH SURFHVVLQWKH6HQDWH 2QHH[DPSOHWHVWLVWKDW SURYLVLRQVLQWKH
UHFRQFLOLDWLRQELOOFDQQRWEHRXWVLGHWKHMXULVGLFWLRQRIWKHFRPPLWWHHWDVNHGZLWKSURGXFLQJUHFRQFLOLDWLRQ
)RUH[DPSOHWKH6HQDWH+(/3FRPPLWWHHOLNHO\FRXOGQRWSURGXFHDELOOWKDWPDNHVFKDQJHVWR
HQYLURQPHQWDOODZ RUGHIHQVHVSHQGLQJSROLF\DUHDVWKDWDUHRXWVLGHRIWKHFRPPLWWHH·VMXULVGLFWLRQ
5HFRQFLOLDWLRQELOOVDOVRFDQQRWSURGXFHFKDQJHVLQVSHQGLQJRUUHYHQXHVWKDWDUH´PHUHO\LQFLGHQWDOµ WRWKH
EXGJHWLPSOLFDWLRQV +HQLII
7KHVHH[DPSOHVGHPRQVWUDWHWKHFKDOOHQJHVDQGRSSRUWXQLWLHVRIWKHUHFRQFLOLDWLRQSURFHVV 2QWKHRQH
KDQGELOOVUHFHLYH DSULYLOHJHGSURFHVVLQWKH6HQDWHRQWKHRWKHUKDQGWKH\PXVWDGKHUHWRVWULFWUXOHVDQG
EH´EXGJHWDU\µ LQQDWXUH:KLOHWKHEXGJHWUHVROXWLRQFDQQRWEHVLJQHGLQWRODZDQGPHUHO\RXWOLQHV
VSHQGLQJDQGUHYHQXHWKHELOOWKDWFRPHVRXWRIWKHUHFRQFLOLDWLRQSURFHVVFDQEHVLJQHGLQWRODZE\WKH
3UHVLGHQWRQFHLWLVSDVVHGDQGDJUHHGXSRQLQERWKFKDPEHUV
7KH)HGHUDO%XGJHW3URFHVV0DQGDWRU\Y'LVFUHWLRQDU\6SHQGLQJ
%HVLGHVWKHEXGJHWUHVROXWLRQDQGUHFRQFLOLDWLRQSURFHVVLWVHOIDGGLWLRQDOFRQWH[WRQWKHVWUXFWXUHRIIHGHUDO
VSHQGLQJ LVKHOSIXOWRWKLVGLVFXVVLRQ*HQHUDOO\WKHUHDUHWZRW\SHVRIIHGHUDOVSHQGLQJGLVFUHWLRQDU\
VSHQGLQJZKLFKLVVXEMHFWWRDQQXDOUHYLHZE\WKH&RQJUHVVLRQDO$SSURSULDWLRQV&RPPLWWHH W\SLFDOO\
WKURXJKDSSURSULDWLRQVELOOV DQGPDQGDWRU\HQWLWOHPHQWVSHQGLQJZKLFKDUHSURJUDPVHJ6RFLDO
6HFXULW\0HGLFDUHHVWDEOLVKHGDQGIXQGHGE\DXWKRUL]LQJVWDWXWH &HQWHUIRU%XGJHWDQG3ROLF\3ULRULWLHV

(OLJLELOLW\IRUPDQGDWRU\SURJUDPVLVRXWOLQHGE\ODZLIVRPHRQHPHHWVWKHHOLJLELOLW\FULWHULDWKH
LQGLYLGXDOLVHQWLWOHGWRUHFHLYHIHGHUDOEHQHILWV0DQGDWRU\SURJUDPVDUHQRWVXEMHFWWRDQQXDO
&RQJUHVVLRQDOUHYLHZWKURXJK WKH$SSURSULDWLRQVSURFHVVDQGDUHQRWVXEMHFWWRWKHVSHQGLQJOLPLWVRIWKH
$SSURSULDWLRQV&RPPLWWHH8QOLNHGLVFUHWLRQDU\VSHQGLQJSURJUDPVPDQGDWRU\VSHQGLQJSURJUDPVDUHRQ
´DXWRSLORWµ &HQWHUIRU%XGJHWDQG3ROLF\3ULRULWLHV :KHQPRUHLQGLYLGXDOVDUHHOLJLEOHIRU
PDQGDWRU\HQWLWOHPHQWSURJUDPVVSHQGLQJDGMXVWVDXWRPDWLFDOO\ LH &RQJUHVVLRQDODFWLRQLVQRWUHTXLUHG
0DQGDWRU\SURJUDPVDUHDOVRVXEMHFWWRUHFRQFLOLDWLRQLQVWUXFWLRQV 7KDWLVUHFRQFLOLDWLRQELOOVFDQRQO\
SURGXFHFKDQJHVLQVSHQGLQJIRUPDQGDWRU\SURJUDPV
%\FRQWUDVWGLVFUHWLRQDU\SURJUDPVDUHIXQGHGE\&RQJUHVVLRQDODFWLRQWKURXJKWKHDQQXDO
DSSURSULDWLRQVSURFHVV DQGDUHQRWVXEMHFWWRUHFRQFLOLDWLRQ7KDWLVGLVFUHWLRQDU\SURJUDPVFDQQRWEH
FKDQJHGWKURXJKWKHUHFRQFLOLDWLRQSURFHVV:KLOHOHJLVODWLRQRXWOLQHVWKHFKDUDFWHULVWLFVRIGLVFUHWLRQDU\
SURJUDPVWKHDFWXDOVSHQGLQJOHYHOVDUHGHWHUPLQHGDQQXDOO\ E\&RQJUHVV)RUH[DPSOHIHGHUDOZRUNVWXG\
LVDGLVFUHWLRQDU\SURJUDP(DFK\HDU&RQJUHVVSDVVHVVRPHVRUWRIVSHQGLQJELOOWKDWVHWVWKHVSHQGLQJ
 0RVWVSHQGLQJLVPDQGDWRU\VSHQGLQJWULOOLRQ$OPRVWKDOIRIPDQGDWRU\VSHQGLQJLVIRUPDMRUKHDOWKFDUHSURJUDPV
&%2
6DEODQDQG+LHVWDQG$3ULPHURQ+LJKHU(GXFDWLRQ6WXGHQW$LGDQGWKH)HGHUDO%XGJHW3URFHVV
-RXUQDORI6WXGHQW)LQDQFLDO$LG y &HQWHUIRU(FRQRPLF(GXFDWLRQDWWKH8QLYHUVLW\RI/RXLVYLOOH y 9RO1 
DPRXQWIRUWKLVSURJUDP 7KHEXGJHWUHVROXWLRQGRHVVHWWKHRYHUDOOOHYHORIGLVFUHWLRQDU\VSHQGLQJWKDW
DSSURSULDWRUVFDQQRWH[FHHGXQOHVVH[FHSWLRQV DUHPDGHVXFKDVIRUQDWLRQDOHPHUJHQFLHV2OHV]HN
2OHV]HN5\ELFNL	+HQLII
7KHIHGHUDOJRYHUQPHQWW\SLFDOO\VSHQGV WULOOLRQ LQGLVFUHWLRQDU\VSHQGLQJDERXWKDOIRIZKLFKLVRQ
GHIHQVHDQGKDOIRQQRQGHIHQVHGLVFUHWLRQDU\ZKLFKLQFOXGHVDKRVWRISURJUDPVLQFOXGLQJ.²DQG
KLJKHUHGXFDWLRQVSHQGLQJ &RQJUHVVLRQDO%XGJHW2IILFHD*HQHUDOO\DSSURSULDWLRQVELOOVDUH
H[SHFWHGWRDGKHUHWRWKHOLPLWV RUFDSV VHWIRUWKLQWKHEXGJHWUHVROXWLRQDQGDUHHQIRUFHDEOHLQWKH6HQDWH
WKURXJK SRLQWVRIRUGHU&HQWHUIRU%XGJHWDQG3ROLF\3ULRULWLHV
:HUHWXUQWRWKHGLVWLQFWLRQEHWZHHQPDQGDWRU\DQGGLVFUHWLRQDU\VSHQGLQJLQWKHIHGHUDOEXGJHWODWHU
ZKHQZHGLVFXVVKRZVWXGHQWDLGVSHQGLQJLVWUHDWHG
%XGJHW5HVROXWLRQDQG6SHQGLQJRQ)HGHUDO)LQDQFLDO$LG
:K\LVWKHEXGJHW SURFHVVRILQWHUHVWWRKLJKHUHGXFDWLRQVFKRODUVDQGILQDQFLDODLGSUDFWLWLRQHUV")LUVW
ZKHWKHUDIHGHUDOSURJUDPLVGLVFUHWLRQDU\RUPDQGDWRU\LQIOXHQFHVKRZLWLVIXQGHGRYHUWLPH6LQFHIHGHUDO
ILQDQFLDODLGLVDFRPELQDWLRQRIGLVFUHWLRQDU\DQGPDQGDWRU\SURJUDPVWKHZD\VLQZKLFKSROLF\FDQ
FKDQJHVSHQGLQJDUHFRPSOLFDWHGEH\RQGMXVWWKHW\SLFDOSROLF\UHVHDUFKFRQFHUQVRIHOLJLELOLW\DQGHIIHFWV
)XQGLQJIRUDGLVFUHWLRQDU\SURJUDPUHTXLUHVDQQXDODFWLRQE\WKHDSSURSULDWLRQVFRPPLWWHHDQG LV
VXEMHFWWROLPLWVRUVSHQGLQJFDSV)XQGLQJIRUPDQGDWRU\SURJUDPVLVDXWRPDWLFEXWFKDQJHVLQHOLJLELOLW\
DQGSURJUDPVWUXFWXUHW\SLFDOO\UHTXLUHOHJLVODWLYHFKDQJHVDSURFHVVWKDWFDQEHSROLWLFDOO\GLIILFXOW
$FFRUGLQJWR5H\QROGVEWKHJURZWKRIPDQGDWRU\SURJUDPVLQWKHWK FHQWXU\LQSDUWPRWLYDWHG
RUJDQL]LQJWKHFRQJUHVVLRQDOEXGJHWSURFHVV0DQGDWRU\SURJUDPVDUHFRPSOLFDWHGWREXGJHWEHFDXVHWKHLU
IXQGLQJLVQRWVXEMHFWWRDQQXDOUHYLHZWKHLUEHQHILWVDUHLQGH[HGWRLQIODWLRQDQGPHDQVWHVWHGPDQGDWRU\
SURJUDPVZLOOEH ODUJHUGXULQJHFRQRPLFKDUGWLPHVLQFUHDVLQJWKHLUFRVW2OHV]HNHWDO5H\QROGV
E6HFRQGWKH EXGJHW UHFRQFLOLDWLRQSURFHVVSURYLGHVDQH[SHGLWHGEXGJHWDQGRIWHQWLPHVSROLWLFDO
SURFHGXUHIRUVRPHSROLF\FKDQJHVDOEHLWXQGHUOLPLWHGFRQGLWLRQVWRRFFXU7KLVVXJJHVWVWKDWSROLWLFDODQG
SURFHGXUDOFRQVLGHUDWLRQVFDQLQIOXHQFHKRZVWXGHQWDLGLVUHIRUPHGEH\RQGMXVWSROLF\PDWWHUV:HQH[W
UHYLHZKRZWKHIXQGLQJVWUXFWXUHRI7LWOH,9DLGDQGWKHSURFHGXUDOEHQHILWVRIWKHEXGJHWUHFRQFLOLDWLRQ
KDYHSURGXFHGVLJQLILFDQWGHYHORSPHQWVLQILQDQFLDODLGSROLF\
+RZLV6WXGHQW$LG)LQDQFHGDWWKH)HGHUDO/HYHO"
7LWOH,9RIWKH+LJKHU(GXFDWLRQ$FWRXWOLQHVWKHVWUXFWXUHRIWKHIHGHUDOVWXGHQWDLGSURJUDP7KH+LJKHU
(GXFDWLRQ$FWRIRXWOLQHGYDULRXVIHGHUDOSURJUDPVUHODWHGWRKLJKHUHGXFDWLRQIXQGLQJDVSDUWRI
3UHVLGHQW/\QGRQ%-RKQVRQ·V*UHDW6RFLHW\SURJUDPZKLFKUHFRJQL]HGWKHQHHGIRUIHGHUDOLQYHVWPHQWLQ
SRVWVHFRQGDU\HGXFDWLRQ )XOOHU :KLOH+($VRPHZKDWSUHGDWHGIHGHUDOEXGJHWUHIRUPRIWKHV
WKHJURZWKRIVRFLDOVDIHW\QHWSURJUDPVDQGJRYHUQPHQWVSHQGLQJEURDGO\QHFHVVLWDWHGRUJDQL]DWLRQRIWKH
IHGHUDOEXGJHWSURFHVV5H\QROGVE8QGHUVWDQGLQJFRQJUHVVLRQDOEXGJHWLQJDLGVLQFRQWH[WXDOL]LQJ
WKHJURZWKRIJUDQWDQGORDQEDVHGVWXGHQWDLG
7KHQDWXUHRI7LWOH,9SURJUDPVLVIDPLOLDUWRILQDQFLDODLGDGPLQLVWUDWRUVSUDFWLWLRQHUVDQGVFKRODUVEXW
VRPHEDFNJURXQGLVSURYLGHGKHUH &RQJUHVVLRQDO5HVHDUFK6HUYLFH'HPLQJ	'\QDUVNL
'\QDUVNL	6FRWW&OD\WRQ)XOOHU 6WXGHQWV·ILQDQFLDOQHHGLVGHWHUPLQHGIURPWKH)$)6$ )UHH
 7KHWULOOLRQLQGLVFUHWLRQDU\VSHQGLQJH[FOXGHVVSHQGLQJUHODWHGWRQDWXUDOGLVDVWHUDQGRYHUVHDVFRQWLQJHQF\RSHUDWLRQV
 3ULRUWRWKH%XGJHW5HVROXWLRQVHWIRUWKWKHVSHQGLQJOLPLWVIRUWKH$SSURSULDWLRQV&RPPLWWHH+RZHYHUWKH
%XGJHW&RQWURO$FWVHWIRUWKWHQ\HDUGLVFUHWLRQDU\VSHQGLQJOLPLWVDQGWKH$SSURSULDWLRQV&RPPLWWHHPXVWDGKHUHWRWKRVH
OLPLWVVHWE\ODZDVDPHQGHGE\WKH%LSDUWLVDQ%XGJHW$FWVRIDQGDQGPRVWUHFHQWO\
6DEODQDQG+LHVWDQG$3ULPHURQ+LJKHU(GXFDWLRQ6WXGHQW$LGDQGWKH)HGHUDO%XGJHW3URFHVV
 -RXUQDORI6WXGHQW)LQDQFLDO$LGy &HQWHUIRU(FRQRPLF(GXFDWLRQDWWKH8QLYHUVLW\RI/RXLVYLOOH y 9RO1
$SSOLFDWLRQIRU)HGHUDO6WXGHQW$LGDQGVWXGHQWVUHFHLYHDYDULHW\RIIHGHUDODLGLQFOXGLQJJUDQWVHJ
3HOOZKLFKGRQRWKDYHWREHSDLGEDFNORDQVHJVXEVLGL]HGRUXQVXEVLGL]HG'LUHFW/RDQVDQG3/86
ORDQVZKLFKDUHSDLGEDFNE\WKHERUURZHUZLWKLQWHUHVWRUZRUNDLGHJ)HGHUDO:RUN6WXG\ ZKLFK
SURYLGHILQDQFLDODVVLVWDQFHLQH[FKDQJHIRUZRUNLQRQRURIIFDPSXVHPSOR\PHQW7KHUHLVDPXOWLWXGHRI
UHVHDUFKRQWKHVHYDULRXVSURJUDPVDQGWKHLUHIIHFWLYHQHVVVWUXFWXUHDQGEHQHILWV 'HPLQJ	'\QDUVNL
+LOOPDQ
+HUHUDWKHUWKDQGLVFXVVWKHHIIHFWLYHQHVVRISURJUDPVZHUHYLHZKRZWKHVHSURJUDPVILWLQWRWKH
FRQWH[WRI 7LWOH,9RI+($DQGWKHPHFKDQLVPVE\ZKLFKWKHVHSURJUDPVDUHIXQGHGDWWKHIHGHUDOOHYHO
7KLVSUHVHQWDWLRQDLPVWRVKRZKRZIHGHUDOEXGJHWSURFHVVFDQEHDIRUPRISROLF\PDNLQJLQWKHIHGHUDO
VWXGHQWDLGSURJUDP 7DEOH
7DEOH
+RZ)HGHUDO)LQDQFLDO$LG'ROODUVDUH&ODVVLILHGLQWKH)HGHUDO%XGJHW
0DQGDWRU\6SHQGLQJ
DXWRSLORWSRWHQWLDO
WREHVXEMHFWWRD
EXGJHWUHFRQFLOLDWLRQ
SURFHVV
'LVFUHWLRQDU\6SHQGLQJ
VXEMHFWWRDQQXDO
&RQJUHVVLRQDOUHYLHZ
DQGGLVFUHWLRQDU\
VSHQGLQJFDSV
6XSSOHPHQWDO2SSRUWXQLW\*UDQWV ;
)HGHUDO:RUN6WXG\ ;
6WXGHQW/RDQV ;
3HOO*UDQWV ; ;
:HVSHFLILFDOO\IRFXVRQ3HOO*UDQWV DQGVWXGHQWORDQVEHFDXVHWKHLUIXQGLQJVWUXFWXUHKDVEHHQDIIHFWHG
E\WKHIHGHUDOEXGJHWSURFHVVVSHFLILFDOO\WKURXJKUHFRQFLOLDWLRQ 2WKHUFDPSXVEDVHGDLGSURJUDPVVXFKDV
)HGHUDO:RUN6WXG\DUHGLVFUHWLRQDU\SURJUDPVDQGQRWW\SLFDOO\VXEMHFWWREXGJHWUHFRQFLOLDWLRQ%RWK
SURJUDPVDUHDOVRWDUJHWVIRUFKDQJHVGXHWRWKHLUVSHFLILFEXGJHWDU\FKDOOHQJHV
+RZDUH3HOO*UDQWV)XQGHG"
7KH3HOO*UDQWSURJUDPRULJLQDWHGWKURXJKWKH(GXFDWLRQDO2SSRUWXQLW\*UDQW3URJUDPLQ+($DQG
VXEVHTXHQWUHDXWKRUL]DWLRQVRI+($IRUPHGWKH3HOO*UDQWDVLWLVNQRZQWRGD\'\QDUVNL	6FRWW&OD\WRQ
7KHSXUSRVHRIWKHJUDQWZDVWRSURYLGHJUDQWVGLUHFWO\WRORZDQGPLGGOHLQFRPHVWXGHQWVZKLFK
XQOLNHORDQVGLGQRWQHHGWREHSDLGEDFNWRWKHIHGHUDOJRYHUQPHQW)XOOHU :KLOHDGYRFDWHV
SURSRVHLQFUHDVHVWRWKH3HOODZDUGRUWREULQJWKH3HOODZDUGLQOLQHZLWKFROOHJHSULFHVRQHLPSRUWDQW
GHWDLOWR ODZPDNHUVLVKRZ3HOO ZLOOLPSDFWWKHEXGJHW
)URPDIHGHUDOEXGJHWSHUVSHFWLYH3HOO*UDQWVDUHXQLTXHDQGFRPSOLFDWHG7KH\DUHXQLTXHEHFDXVHRI
KRZSURJUDPPDWLFHOLJLELOLW\UXOHVRXWOLQHGE\ODZLQWHUDFWZLWKWKHGLVFUHWLRQDU\$SSURSULDWLRQV
&RPPLWWHH %XGJHWVFRUHNHHSHUVRIWHQFDOO3HOOJUDQWV´TXDVLPDQGDWRU\µEHFDXVHWKHVWXGHQWHOLJLELOLW\
EHQHILWVDUHOLNHDPDQGDWRU\HQWLWOHPHQWSURJUDPEXWWKHSURJUDPLVFRQVWUDLQHGE\EXGJHWHQIRUFHPHQW
VSHFLILFDOO\WKHGLVFUHWLRQDU\VSHQGLQJOLPLWVRIWKH$SSURSULDWLRQV&RPPLWWHH &RQJUHVVLRQDO%XGJHW
2IILFH )XUWKHU3HOOJUDQWVDUHFRPSOLFDWHGEHFDXVHWKH\KDYH WZR VHSDUDWHDQGGLVWLQFWIXQGLQJ
VWUHDPVWKDWLQWHUDFWWRSURYLGHWKHPD[LPXP3HOOJUDQW 7DEOH ,QWKHIROORZLQJSDUDJUDSKVZHZLOOJR
LQWRIXUWKHUGHWDLORQWKH´XQLTXHµDQG´FRPSOLFDWHGµEXGJHWDU\DVSHFWVRI3HOOJUDQWV
6DEODQDQG+LHVWDQG$3ULPHURQ+LJKHU(GXFDWLRQ6WXGHQW$LGDQGWKH)HGHUDO%XGJHW3URFHVV
-RXUQDORI6WXGHQW)LQDQFLDO$LG y &HQWHUIRU(FRQRPLF(GXFDWLRQDWWKH8QLYHUVLW\RI/RXLVYLOOH y 9RO1 
7DEOH
)XQGLQJRI3HOO*UDQWV
$SSURSULDWLRQV
&RPPLWWHH3HOO
GLVFUHWLRQDU\
+LJKHU(GXFDWLRQ
$FW3HOODGGRQ
PDQGDWRU\ 727$/
0D[LPXPDZDUGWRWKH
VWXGHQW   
$QQXDOFRVW%   
3HOO*UDQWVDUHFRQVLGHUHGHQWLWOHPHQWJUDQWVZKLFKDUHJLYHQ WRDOOVWXGHQWV ZKRPHHWHOLJLELOLW\
UHTXLUHPHQWVEXWWKH\DUHSULPDULO\IXQGHGWKURXJKWKHDQQXDOGLVFUHWLRQDU\$SSURSULDWLRQVSURFHVV
&RQJUHVVKDVDUXOHWKDWWKH$SSURSULDWLRQV&RPPLWWHHPXVWQRWVKRUWFKDQJH3HOO ,QWKHILVFDO\HDU
EXGJHWUHVROXWLRQ+&RQ5HV&RQJUHVVHQDFWHGDUXOHWKDW&%2VFRUHVRUHVWLPDWHVWKH FRVWRIWKH
3HOO*UDQWSURJUDPEDVHGRQLWVHVWLPDWHGFRVWIRUWKH\HDU&RQJUHVVLRQDO5HVHDUFK6HUYLFHWKH
DPRXQWDFWXDOO\DSSURSULDWHGPD\EHKLJKHURUORZHUWKDQWKHVHSURJUDPFRVWVGHSHQGLQJRQHFRQRPLF
FRQGLWLRQV
6RPH\HDUVVXFKDVGXULQJDUHFHVVLRQZKHQHQUROOPHQWVVSLNH WKHFRVWRIWKH3HOOJUDQWSURJUDP
H[FHHGV ZKDWWKH$SSURSULDWLRQV&RPPLWWHHKDVEXGJHWHG IRU 2WKHU\HDUVWKHDQQXDODSSURSULDWLRQPD\
EHPRUHWKDQWKHDFWXDOSURJUDPFRVWV&RQJUHVVLRQDO5HVHDUFK6HUYLFH7KLVEXGJHWLQJFKDOOHQJH
ZDVSDUWLFXODUO\DFXWHDIWHUWKH+LJKHU(GXFDWLRQ5HDXWKRUL]DWLRQ3HOOFRVWVLQFUHDVHGIURP
ELOOLRQLQWRELOOLRQLQRYHUIRXU\HDUV&RQJUHVVLRQDO%XGJHW2IILFHE
VWUDLQLQJWKHEXGJHWDU\OLPLWVRIWKH$SSURSULDWLRQV&RPPLWWHH
7RDGGUHVVEXGJHWDU\FRVW FRQFHUQV³QRWVWXGHQWHOLJLELOLW\FRQFHUQV³&RQJUHVVKDVHQDFWHGSLHFHPHDO
FKDQJHVWR3HOO VWXGHQWHOLJLELOLW\RXWVLGHRIWKH+LJKHU(GXFDWLRQ$FW7KHUHGXFWLRQRI3HOOFRVWVWKURXJK
WKHVHFKDQJHV KDYHRFFXUUHGJLYHQWKHGLVFUHWLRQDU\VSHQGLQJOLPLWVRIWKH$SSURSULDWLRQV&RPPLWWHH DQG
WRHQVXUHFRPSOLDQFHZLWKWKH3HOOVFRULQJUXOH 7KHVHIXQGVDUHRIWHQUHIHUUHGWRDV´3HOOVKRUWIDOOVXUSOXVµ
IXQGV 6XUSOXVHVLQWKH3HOO*UDQWSURJUDP³ZKHQDSSURSULDWLRQVDUHPRUHWKDQZKDWWKHSURJUDPDFWXDOO\
FRVWV³DUHDYDLODEOHWRVXSSRUWVXEVHTXHQW\HDU·V3HOOFRVWV6KRUWIDOOVLQWKH3HOOSURJUDP³ZKHQ
DSSURSULDWLRQVDUHOHVVWKDQWKHDFWXDOSURJUDPFRVWV³DUHVFRUHGDJDLQVWWKHQH[W\HDU·VDSSURSULDWLRQRULQ
RWKHUZRUGVWDNHQLQWRDFFRXQWLQQH[W\HDU·VEXGJHW &RQJUHVVLRQDO5HVHDUFK6HUYLFH+LHVWDQG
7KDW3HOOLVVFRUHGLQDZD\WRPHHWSURJUDPQHHGVVXSSRUWVZK\LWLVUHIHUUHGWRDV´TXDVL
PDQGDWRU\µ
:KLOH3HOOSURJUDPFRVWVFDQLQFUHDVHWKH\FDQDOVRGHFOLQHGXHWRWKHXQLTXH´TXDVLPDQGDWRU\µ
IXQGLQJVWUXFWXUHRIWKHSURJUDP,QUHFHQW\HDUVGLVFUHWLRQDU\3HOOSURJUDPFRVWVKDYHVWDELOL]HGWRDERXW
ELOOLRQDQGUHFHQWVXUSOXVDPRXQWVDUHRYHUELOOLRQ &RQJUHVVLRQDO%XGJHW2IILFHE
+RZHYHUWKH$SSURSULDWLRQV&RPPLWWHHIDFHVGHPDQGVIRUVSHQGLQJLQFUHDVHVERWKUHODWHGDQGXQUHODWHG
WRHGXFDWLRQSURJUDPV DQGWKH&RPPLWWHHLVOLPLWHGE\VWULFWVSHQGLQJOLPLWVRIWKH%XGJHW&RQWURO$FW
7KHUHIRUHLQUHFHQW\HDUVVRPHOHJLVODWRUVKDYHSURSRVHGWRXVHDSSUR[LPDWHO\ELOOLRQLQ3HOO
 ([DPSOHVLQFOXGH7LWOH,(GXFDWLRQIRUWKH'LVDGYDQWDJHDQGYHWHUDQV·KHDOWKFDUH
 7KH%XGJHW&RQWURO$FWRILPSRVHGFDSVRQGLVFUHWLRQDU\DSSURSULDWLRQVWKURXJK&%33:KHQ
DSSURSULDWLRQVH[FHHGFDSVVHTXHVWUDWLRQRUDFURVVWKHERDUGFXWVLVWULJJHUHG
6DEODQDQG+LHVWDQG$3ULPHURQ+LJKHU(GXFDWLRQ6WXGHQW$LGDQGWKH)HGHUDO%XGJHW3URFHVV
 -RXUQDORI6WXGHQW)LQDQFLDO$LGy &HQWHUIRU(FRQRPLF(GXFDWLRQDWWKH8QLYHUVLW\RI/RXLVYLOOH y 9RO1
VKRUWIDOOVXUSOXVIXQGVKDYHIRURWKHUSURJUDPVXQUHODWHGWRVWXGHQWILQDQFLDODLG +LHVWDQGDQG
3UHVLGHQW'RQDOG7UXPS·VILVFDO\HDUEXGJHWSURSRVHG UHVFLQGLQJ ELOOLRQIURPWKHVHVXUSOXV
IXQGV7KHVHIDFHWVRIWKH3HOOSURJUDPIXUWKHUXQGHUVFRUHKRZWKHEXGJHWDQGDSSURSULDWLRQVSURFHVVDUH
LPSRUWDQWGULYHUVIRUWKHVWUXFWXUHDQGIXQGLQJRIIHGHUDOILQDQFLDODLGEH\RQGDXWKRUL]LQJOHJLVODWLRQ
,QDGGLWLRQWREHLQJDXQLTXH´TXDVLPDQGDWRU\µSURJUDP3HOOJUDQWIXQGLQJLVFRPSOLFDWHGEHFDXVHLWLV
IXQGHGWKURXJKWZRGLIIHUHQWIXQGLQJVRXUFHV6LQFHWKHHVWDEOLVKPHQWRI3HOOLQWKURXJK3HOO
ZDVIXQGHGWKURXJKGLVFUHWLRQDU\DSSURSULDWLRQV &RQJUHVVLRQDO5HVHDUFK6HUYLFH%XWWKDWFKDQJHG
ZLWKWKHDGGLWLRQ RID´PDQGDWRU\3HOODGGRQµLQWKH&ROOHJH&RVW5HGXFWLRQ$FWWRVXSSOHPHQWWKH
GLVFUHWLRQDU\3HOOEDVHDZDUG$IWHUPDQ\\HDUVRIQRLQFUHDVHVWR3HOOJUDQWV&RQJUHVVXVHGWKH
UHFRQFLOLDWLRQSURFHVVLQWRLQFUHDVH3HOOJUDQWIXQGLQJE\FXWWLQJVXEVLGLHVWRVWXGHQWORDQOHQGHUVD
KLVWRU\ZHEULHIO\UHYLHZODWHULQWKLVDUWLFOH
7KHEDVHPD[LPXPJUDQWDZDUGLQZDVIXQGHGE\WKHGLVFUHWLRQDU\$SSURSULDWLRQV
&RPPLWWHH DQGDPDQGDWRU\´DGGRQµIXQGHGE\WKHDXWKRUL]LQJVWDWXWHIRUDWRWDOPD[LPXP3HOO
DZDUGRI LQ,QOHJLVODWLRQGHVFULEHGODWHULQWKLVDUWLFOHVHWWKLVPDQGDWRU\DGGRQWR
FKDQJHZLWKLQIODWLRQHDFK\HDUDSURYLVLRQWKDWH[SLUHVLQ5HFHQWO\WKHDSSURSULDWLRQVDFW3/
UDLVHGWKHGLVFUHWLRQDU\EDVHWRZLWKWKHPDQGDWRU\DGGRQWKHWRWDOPD[LPXP3HOO
DPRXQWIRUZLOOEH7KLVFRPELQDWLRQRIPDQGDWRU\DQGGLVFUHWLRQDU\VSHQGLQJSOXV3HOO
VKRUWIDOOVXUSOXVIXQGLQJ FRPSOLFDWHVWKHIHGHUDOIXQGLQJRIWKH3HOO*UDQW
+RZDUH6WXGHQW/RDQV)XQGHG"
,QLWLDOO\HVWDEOLVKHGLQWKH1DWLRQDO'HIHQVH(GXFDWLRQ$FWIHGHUDOVWXGHQWORDQVSURYLGHDLGWR
VWXGHQWVLQWKHIRUPRIORDQV QRWJUDQWV ZKLFKPXVWEHUHSDLGZLWKLQWHUHVW7KH'LUHFW/RDQ3URJUDP
HQFRPSDVVHVIRXUORDQVSURJUDPVRIIHUHGWRVWXGHQWVVXEVLGL]HG6WDIIRUGORDQVXQVXEVLGL]HG6WDIIRUG
ORDQVJUDGXDWH3/86ORDQVIRUJUDGXDWHVWXGHQWVZKRKDYHUHDFKHGOLPLWV RQRWKHUORDQVDQGSDUHQW
3/86ORDQVIRU SDUHQWVRIGHSHQGHQWVWXGHQWV&RQJUHVVLRQDO%XGJHW2IILFH 6XEVLGL]HG ORDQVDUH
RQO\DYDLODEOHWRXQGHUJUDGXDWHVDQGWKHLQWHUHVWRQWKHORDQVZKLOHWKHVWXGHQWLVLQVFKRROLVSDLGIRUE\WKH
JRYHUQPHQW 6WROO6PROH	0HUFHU)RUWKHVFKRRO\HDULQWHUHVWUDWHVRQXQGHUJUDGXDWHGLUHFW
ORDQVDUHRQJUDGXDWHRUSURIHVVLRQDOORDQVDUHDQG3/86ORDQV
6WXGHQWORDQVDOVRFRPHZLWKDYDULHW\RILQFRPHGULYHQUHSD\PHQW,'5RSWLRQV:KLOHWKHVWDQGDUG
UHSD\PHQWSODQW\SLFDOO\UHTXLUHVDERUURZHUWRSD\RIIWKHORDQLQ\HDUVDIWHUHQWHULQJSD\PHQW,'5
SODQVVHWDQDIIRUGDEOHPRQWKO\SD\PHQWDWDORQJHUWHUPHJRU\HDUVDQGSURYLGHIRUJLYHQHVVDW
WKHHQGRIWKHWHUP +LOOPDQ	2URV]3XEOLF6HUYLFH/RDQ)RUJLYHQHVV36/)HQDFWHGLQ³
WKURXJKDUHFRQFLOLDWLRQELOO³DOVRSURYLGHV IRUJLYHQHVVDIWHU\HDUVIRUERUURZHUVZKRHQWHUSXEOLF
VHUYLFHFDUHHUV7KHUHDUHDQXPEHURISXEOLFSROLF\FRQFHUQVDURXQGVWXGHQWORDQUHSD\PHQWLQFOXGLQJ
VLPSOLI\LQJUHSD\PHQWRSWLRQVLPSURYLQJVHUYLFLQJWREHWWHULQIRUPERUURZHUVRIUHSD\PHQWRSWLRQVDQG
SURSHU LPSOHPHQWDWLRQRI36/)LVWKHILUVW\HDUWKDW IRUJLYHQHVVZRXOGEHDYDLODEOH :HVXEVHTXHQWO\
GHVFULEHKRZWKHVHIDFHWVRIWKHVWXGHQWORDQSURJUDPDUHEXGJHWHGDQGODWHUUHYLHZKRZPDQ\RIWKHVH
FKDQJHVFDPHDERXWWKURXJKWKHUHFRQFLOLDWLRQSURFHVV
:KHUHDV3HOOLVFXUUHQWO\DFRPELQDWLRQRIGLVFUHWLRQDU\DQGPDQGDWRU\IXQGLQJWKHIHGHUDOVWXGHQWORDQ
SURJUDPLVDPDQGDWRU\SURJUDPHVWDEOLVKHGLQDXWKRUL]LQJVWDWXWHWKH+LJKHU(GXFDWLRQ$FW /RDQVDUH
QRWVXEMHFWWRVSHQGLQJOLPLWVWKURXJKWKHDQQXDODSSURSULDWLRQVSURFHVV 6SHQGLQJ³RUOHQGLQJ³DGMXVWV
ZLWKVWXGHQWHOLJLELOLW\ DQGGHPDQGWKH'HSDUWPHQWRI(GXFDWLRQKDVSHUPDQHQWDXWKRULW\WROHQG$VRI
 7KHOLPLWVRQVWXGHQWORDQVDUHVHWE\ODZE\DSHUERUURZHUOLPLWVDQGQRWE\WKHDQQXDODSSURSULDWLRQVSURFHVV&%2
6DEODQDQG+LHVWDQG$3ULPHURQ+LJKHU(GXFDWLRQ6WXGHQW$LGDQGWKH)HGHUDO%XGJHW3URFHVV
-RXUQDORI6WXGHQW)LQDQFLDO$LG y &HQWHUIRU(FRQRPLF(GXFDWLRQDWWKH8QLYHUVLW\RI/RXLVYLOOH y 9RO1 
WKHHQWLUHVWXGHQWORDQSRUWIROLRLVWULOOLRQZLWKRYHUELOOLRQOHQWDQQXDOO\2YHU PLOOLRQ
$PHULFDQVKROGVWXGHQWORDQV)HGHUDO6WXGHQW$LG
&RQFHUQVDERXWVWXGHQWGHEWDQGWKHODUJHGROODUILJXUHVDVVRFLDWHGZLWKLWPDNHVWXGHQWORDQVDQ
DWWUDFWLYHSURJUDPIRUODZPDNHUVWRUHIRUP %XWFKDQJLQJORDQSURYLVLRQVLQWKH+LJKHU(GXFDWLRQ$FWLV
FKDOOHQJLQJJLYHQWKH´VFRULQJµUXOHVRIIHGHUDOORDQDQGFUHGLWSURJUDPV DQGWKHUHVXOWLQJHVWLPDWHVRIWKH
GHILFLW
7KH )HGHUDO&UHGLW5HIRUP$FWRI)&5$ LQVWUXFWVEXGJHWVFRUHNHHSHUV³VSHFLILFDOO\WKH
&RQJUHVVLRQDO%XGJHW2IILFH&%2³WRXVH ´FRVWWRWKHJRYHUQPHQWµGLVFRXQWUDWHVIURP7UHDVXU\
DXFWLRQVWRHVWLPDWHWKHSUHVHQWRUFXUUHQWYDOXHRIWKHORDQSRUWIROLRDQGH[SHFWHGIXWXUHFDVKIORZV
&RQJUHVVLRQDO%XGJHW2IILFH6RPHDUJXHWKDWWKH)&5$´FRVWWRWKHJRYHUQPHQWµPHWKRGRORJ\LV
IODZHGEHFDXVHLWGRHVQRWDFFRXQWIRUSULYDWHPDUNHWULVNDQGXQGHUHVWLPDWHVWKHGHILFLWLPSDFW &KLQJRV
8QGHUFXUUHQW)&5$ODZWKH&%2FXUUHQWO\HVWLPDWHVWKHIHGHUDOVWXGHQWORDQSURJUDPZLOOUHGXFH
WKHGHILFLWE\RYHUELOOLRQ7,&$6RYHUWHQ\HDUV$OWKRXJKWKHVHHVWLPDWHVFKDQJH
DQQXDOO\ DQGZRXOGEHGLIIHUHQWXQGHUDQDOWHUQDWLYHVFRULQJPHWKRG LH´IDLUYDOXHµPDQ\SROLF\DQDO\VWV
UHIHUWRWKLVHVWLPDWH DV´SURILWµLQWKHVWXGHQWORDQSURJUDP
7KXVXQGHUFXUUHQWODZVFRULQJUXOHVPRVWVWXGHQWORDQFKDQJHVWKDWZRXOG DUJXDEO\ EHQHILWERUURZHUV
ZLOOLQFUHDVHWKHGHILFLW3URYLVLRQVWRUHGXFHVWXGHQWEHQHILWV³VXFKDVLQFUHDVLQJVWXGHQWORDQIHHVRU
LQWHUHVWUDWHVHOLPLQDWLQJWKHLQVFKRROLQWHUHVWVXEVLG\ UHGXFLQJHOLJLELOLW\IRULQFRPHGULYHQUHSD\PHQW
SODQV RUSXEOLFVHUYLFHORDQIRUJLYHQHVV³ZLOOVDYHWKHJRYHUQPHQWPRQH\E\VKLIWLQJWKHFRVWVWR
ERUURZHUV
7KHVHIHDWXUHVXQGHUVFRUHKRZEXGJHWDU\LVVXHVDQGGHILFLWLPSDFWVDUHDWSOD\ZKHQ UHIRUPLQJVWXGHQW
ORDQSURJUDPV+RZFKDQJHVWRVWXGHQWORDQSURJUDPVLPSDFWWKHGHILFLWDUHDQLPSRUWDQWFRQVLGHUDWLRQLQ
XVLQJWKHUHFRQFLOLDWLRQSURFHVVWRUHIRUPWKHVWXGHQWORDQSURJUDPLQDGGLWLRQWRWKHLUHIIHFWVRQ
ERUURZHUV7KHQH[WVHFWLRQH[SORUHVWKLVLQPRUHGHWDLODQGGHPRQVWUDWHVKRZVWXGHQWDLGSDUWLFXODUO\
IHGHUDOVWXGHQWORDQVDQG3HOOKDYHEHHQDOWHUHGWKURXJKWKHEXGJHWUHVROXWLRQDQGUHFRQFLOLDWLRQSURFHVV
+LJKHU(GXFDWLRQ&KDQJHVWKURXJK WKH)HGHUDO%XGJHW5HFRQFLOLDWLRQ3URFHVV
2QHUHDVRQKLJKHUHGXFDWLRQSUDFWLWLRQHUVDQGUHVHDUFKHUVVKRXOGEHDEUHDVWRIDQ´LQVLGHWKHEHOWZD\µ
SURFHVVLVWKHDPRXQWRIUHIRUPV WRVWXGHQWDLGWKDWKDYHRFFXUUHGWKURXJKWKHIHGHUDOEXGJHWDQG
UHFRQFLOLDWLRQSURFHVV7KHUHKDYHEHHQVHYHUDOODUJHFKDQJHVWRKLJKHUHGXFDWLRQWKURXJKUHFRQFLOLDWLRQ
UDWKHUWKDQ+($UHDXWKRUL]DWLRQ0DG]HODQ7KHVHLQFOXGHGHVWDEOLVKLQJGLUHFWORDQSURJUDP
FKDQJLQJRUHOLPLQDWLQJFHUWDLQORDQSURJUDPVDQGFKDQJHVWRWKHDPRXQWDQGVWUXFWXUHRIWKH3HOOJUDQW
:HLGHQWLI\VL[SLHFHVRIOHJLVODWLRQIURPWKHSDVW\HDUVWKDWKDYHUHVXOWHGIURPDEXGJHWUHFRQFLOLDWLRQ
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ZDVXVHGWRHQDFWWD[UHODWHGSURYLVLRQVLQKLJKHUHGXFDWLRQUDWKHUWKDQFKDQJHVLQVWXGHQWORDQVRUJUDQW
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6WROOHWDO7KH QHZLQFRPH
EDVHG UHSD\PHQW,%5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60$57JUDQWV
6DEODQDQG+LHVWDQG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ORDQV
x &KDQJHGPDQGDWRU\DGGRQRI3HOOWRDGMXVWZLWK
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&RQJUHVVSDUWLFXODUO\WKH6HQDWH5H\QROGVD
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6XSSOHPHQWDU\(GXFDWLRQ2SSRUWXQLW\*UDQW6(2*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